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EDITORIAL NOTE: For revisions and amend-
ments affecting Schedules A, B, C, and D,
issued under part 888, but not carried in the
Code of Federal Regulations, see the List of
CFR Sections Affected, in the Finding Aids
section of this volume.

Subpart A—Fair Market Rents

§888.111 Fair market rents for exist-
ing housing: Applicability.

(a) The fair market rents (FMRs) for
existing housing are determined by
HUD and are used in the Section 8
Housing Choice Voucher Program
(““‘voucher program’) (part 982 of this
title), Section 8 project-based assist-
ance programs and other programs re-
quiring their use. In the voucher pro-
gram, the FMRs are used to determine
payment standard schedules. In the
Section 8 project-based assistance pro-
grams, the FMRs are used to determine
the maximum initial rent (at the be-
ginning of the term of a housing assist-
ance payments contract).

(b) Fair market rent means the rent,
including the cost of utilities (except
telephone), as established by HUD, pur-
suant to this subpart, for units of vary-
ing sizes (by number of bedrooms), that
must be paid in the market area to
rent privately owned, existing, decent,
safe and sanitary rental housing of
modest (non-luxury) nature with suit-
able amenities.

[64 FR 56911, Oct. 21, 1999]

§888.113 Fair market rents for exist-
ing housing: Methodology.

(a) Basis for setting fair market rents.
Fair Market Rents (FMRs) are esti-
mates of rent plus the cost of utilities,
except telephone. They are housing
market-wide estimates of rents that
provide opportunities to rent standard
quality housing throughout the geo-
graphic area in which rental housing
units are in competition. The level at
which FMRs are set is expressed as a
percentile point within the rent dis-
tribution of standard quality rental
housing units in the FMR area. FMRs
are set at the 40th percentile rent—the
dollar amount below which 40 percent
of standard quality rental housing
units rent. The 40th percentile rent is
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drawn from the distribution of rents of
all units that are occupied by recent
movers. Adjustments are made to ex-
clude public housing units, newly built
units and substandard units.

(b) FMR Areas. FMR areas are metro-
politan areas and nonmetropolitan
counties (nonmetropolitan parts of
counties in the New England States).
With several exceptions, the most cur-
rent Office of Management and Budget
(OMB) metropolitan area definitions of
Metropolitan Statistical Areas (MSAs)
and Primary Metropolitan Statistical
Areas (PMSAs) are used because of
their generally close correspondence
with housing market area definitions.
HUD may make exceptions to OMB
definitions if the MSAs or PMSAs en-
compass areas that are larger than
housing market areas. The counties de-
leted from the HUD-defined FMR areas
in those cases are established as sepa-
rate metropolitan county FMR areas.
FMRs are established for all areas in
the United States, the District of Co-
lumbia, Puerto Rico, the Virgin Is-
lands, and the Pacific Islands.

(c) Data sources. (1) HUD uses the
most accurate and current data avail-
able to develop the FMR estimates and
may add other data sources as they are
discovered and determined to be statis-
tically valid. The following sources of
survey data are used to develop the
base-year FMR estimates:

(i) The most recent decennial Census,
which provides statistically reliable
rent data.

(ii) The American Housing Survey
(AHS) data, conducted by the Bureau
of the Census for HUD. AHS’s have
comparable accuracy to the decennial
Census, and are used to develop be-
tween-census revisions for the largest
metropolitan areas on a four-year re-
volving schedule.

(iii) Random Digit Dialing (RDD)
telephone survey data, based on a sam-
pling procedure that uses computers to
select statistically random samples of
rental housing.

(iv) Statistically valid information,
as determined by HUD, presented to
HUD during the public comment and
review period.

(2) Base-year FMRs are updated and
trended to the midpoint of the program
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